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LIVELY US-G77 EXCHANGE ON DOHA TALKS, IPRS AT ECOSOC

By Martin Khor*, Geneva, 3 July 2007


The Group of 77 and China on Tuesday told the ECOSOC high-level meeting that pro-poor growth requires five main actions at international level, including reversing the decline in aid and the net financial flows from developing to developed countries, as well as a review of the international regime on intellectual property rights.

 

Pakistan's Minister of State of Commerce, Mr. Hamid Yar Hiraj, representing the group, was speaking at a plenary discussion on the main theme of this year's ECOSOC session - "strengthening efforts at all levels to promote pro-poor sustained economic growth including through equitable macro-economic policies."

 

The highlight of this morning's plenary debate was a lively and substantial exchange of views between the United States' Ambassador Terence Miller and Pakistan's Ambassador Munir Akram on a range of issues, including subsidies in the WTO's Doha talks, the effects of intellectual property, the scope of macro-economic policies, and the nature of global imbalances.

 

In this exchange, Akram presented the view that the US and EU should reduce their agricultural subsidies because these are distorting trade, without asking for concessions from developing countries, in a reciprocal exchange, in the Doha negotiations.

 

Earlier, the Pakistani Minister Mr. Hiraj, presented a detailed statement of the G77 and China, which elaborated on five actions needed at international level to address pro-poor growth.

 

On the first action, the G77 said that aid had to increase to developing countries and innovative sources of financing should be pursued.

 

The G77 said that despite its critical relevance, developments related to ODA are "most disappointing" for several reasons: (a) ODA declined 5% in real terms in
2006 and may decline further; (b) ODA figures in 2005 and 2006 reflect one-time debt write-offs especially to 2 countries while ODA flows to other countries remained stagnant; ( c) FDI flows remain concentrated on only a few emerging countries while most other developing countries are starved of private investment flows; and (d) the net outflow of resources from developing to developed countries continued to rise.

 

Speaking on capital flight, Hiraj said that the accumulation of almost $3 trillion in foreign exchange reserves by developing countries and the South-to-North outflow of resources of over $700 billion have skewed the pattern of global growth to the detriment of the developing world.

 

"Development financing to many developing countries is less than the outflow of resources from these countries due to growing trade deficits, transfers of invisibles and capital flight," said Hiraj, adding that even some of the most dynamic developing economies have net deficits in their current capital assets.

 

Second, said the G77, policy measures are needed to direct investment towards developing countries that are unable to attract this investment, including investment guarantee schemes, favourable trade access, production and supply agreements, local processing and marketing of raw materials.

 

Most FDI flows have focused on a few emerging economies and most developing countries are starved of investment finance. Reform policies of these countries are constrained by conditionalities of international financial institutions.

 

Third, a fair international trade regime is indispensable, said the G77. Trade policies of most developed countries are inconsistent with their aid policies.

 

Alluding to the WTO negotiations, Hiraj added that "there are doubts whether an agreement reached within the parameters rapidly discussed within a restrictive group will yield an outcome that would rectify the inequalities of the multilateral trading system or enhance the trade and development prospects of the vast majority of developing countries."

 

He also said that "the Doha Round should realize the elimination of subsidies and support for domestic agriculture by rich countries. Without this, we will not improve the plight of the world's poor", many of which are engaged in agriculture.

 

The G77 also stated that food security and special and differential treatment shall be an integral part of any WTO agreement, and the "new protectionism" of the North (imposed by anti-dumping laws and arbitrary standards) should be urgently addressed.

 

"The constraints imposed by the TRIPS regime in sectors such as health and education should be removed," said the G77. "The reduction of industrial tariffs should safeguard against the de-industrialization of the less competitive developing countries."

 

Fourth, said the G77 and China, the restraints on access to technology are a major manifestation and cause of North-South inequality. "There is now clear evidence of the constraints placed on development by certain aspects of the TRIPS regime. This regime needs to be reviewed by WIPO, the WTO and UNCTAD, to assess and enhance its development dimension."

 

Constraints imposed by other technology control regimes, including those ostensibly for security reasons, need an impartial review in forums such as the Commission for Science and Technology for Development (located in UNCTAD). 

 

The G77 and China also proposed that ways be found to fund R&D to address developing countries' priority problems, and a list of such priority areas for R&D should be drawn up by international organizations (in cooperation with developing countries) and arrangements made to direct funding to conduct such R&D.

 

Fifth, the G77 and China called for broadening and strengthening the participation of developing countries in international economic decision-making and norm-setting to correct systemic deficiencies.

 

There should be efforts to reform the Bretton Woods institutions if they are to remain relevant. "The IMF should not only increase the voting power of developing countries but also ensure financial stability and access to short term financing to those who need it, which are its original objectives."

 

Global economic governance must encompass a forum with a universal mandate such as the UN and this cannot be assumed by restricted groups of countries, no matter how rich and powerful.

 

The G77 and China also outlined ten national-level policy requirements to promote growth, and elaborated on each of the factors. They include good economic management, improving governance, broad-based growth especially in the rural economy, mainstreaming MDGs in national development strategies, investment in human capital, bringing poor regions into the mainstream, empower women and minorities, infrastructure projects, promotion of the housing and construction sector, and promoting small and medium enterprises.

 

Following the G77 and China statement, there was a lively and significant exchange between the United States (represented by Ambassador Terence Miller) and Pakistan for the G77 (represented by Ambassador Munir Akram).

 

Miller said that in New York, there had been a long discussion on the focus of this thematic debate. From the submissions so far we have not heard much about macro-economic policies like government expenditure, taxation, exchange rate, tariffs, money supply, the legal and structural environment for business, protection of private property and the rule of law that allows individuals to pursue economic activities.

 

Miller suggested that in the future rather than argue about a title (for the theme), we can have an innocuous title to allow for major groups to make statements.

 

Akram said that the theme was to promote pro-poor economic growth and the G77 submission was consistent with what was agreed upon in scope and substance. He added that the G77 and China's definition of macro-economic policies is broader than the national regulatory environment, the tax base and so on.

 

While sound macro-economic policies at the national level are indispensable, he believed that the scope also covered global policies or policies of governments that have global impact related to trade, finance, technology and access to technology.

 

Pakistan indicated that it would also be happy to discuss the trade policies of countries and how they contribute to development. It would also be happy to discuss the reasons for large agricultural subsidies and the existence of tariff peaks and tariff escalation against the products of developing countries. It was also willing to discuss how to control a global financial situation which is basically out of control.

 

The US agreed with Pakistan that domestic policies, especially on agriculture, have international effects. Miller said that the United States' agricultural subsidies had developed out of the Great Depression where its agriculture sector had been destroyed, so the subsidy policies were put in place.

 

The result was a large surplus which had gone into food aid. The US agreed that the effects of subsidies on trade and export of other countries need to be discussed. Miller said that in an ideal world, from a US point of view, there should be no agricultural subsidies at all.

 

Miller added that technology transfer is a vital issue. But from the US viewpoint, technological change is driven by the protection of IPRs. If we do not provide the incentive of IPRs, our technological progress will slow or dry up, he said.

 

Developing countries should access technology but we should find ways so that they can purchase this technology. He also disputed that the capital account surpluses in developing countries has created anything resembling a crisis in the international economy.

 

Responding to the US, Pakistan said that some nuance was required in the analysis from the point of view of developing countries. It said that agricultural subsidies right now are having a debilitating effect on developing countries' ability to produce food competitively nationally and internationally.

 

The subsidies are trade distorting. In the Doha trade talks the question is whether subsidies should be given up in exchange for something else or whether they should be given simply because they are trade distorting, said Akram.

 

The basic thesis of developing countries is that they should be given up. The EU and US should not ask for reciprocity for their subsidies.

 

The tariff peaks and tariff escalations are discriminatory against the most competitive exports of the developing countries in sectors like textiles and leather, said Akram, adding that some of the tariffs for developing countries' products are four times the level applied to products from other developed countries. It said this should not be an issue for reciprocity for northern countries to remove this discrimination against developing countries.

 

Pakistan added that the IPR system does have a beneficial impact on research and development but there is also a downside. IPRs are a constraint for essential things like health and education. It is morally wrong that people are hungry or dying and developing countries remain unable to apply technologies to save lives or remove hunger.

 

Another problem concerns the whole system of patents and copyrights, and the proliferation of patenting "on anything" in developed countries including processes and knowledge that have existed for thousands of years in developing countries. This kind of IPR protection also prevents developing countries from having the policy space for using their own innovations and technologies. He emphasised that there has to be an effective review and assessment of the TRIPS agreement.

 

Regarding the global imbalances and capital account surplus issues, it said developing countries will be deeply affected by any solution and thus they have a right to be concerned about the results of the negotiations on the issue of imbalances.

 

Miller responded that he understood the concerns expressed, which are not unfounded. Some of these concerns we share and are engaging in this dialogue to help developing countries, thus we listened carefully to these concerns.

 

(* With inputs from Riaz K Tayob.) 
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