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Abstract

The initial years of WTO promised that India would be a net gainer since the
benefits accruing to them from the liberalisation of the three key sectors, namely,
agriculture, textiles and services would more than offset the expected losses from
removal of quantitative restrictions and imposition of a stricter intellectual
property rights regime. However, the implementation experience of the WTO has

been less than satisfactory for developing and least developed countries. So, when
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the Doha Development Round was launched, it was emphasised that the new
round would take into account the development needs of poorer countries and
would address the implementation issues of the Uruguay Round agreement. This
chapter will analyse India’s engagement in the Doha Round of trade talks in the
light of its experience with the WTO regime. It will also look into the changing
global economic landscape including the proliferation of the regional trade
agreements and a regime of increasing commodity prices to analyse India’s

evolving negotiating position in the Doha Round.
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1 Introduction

The World Trade Organization (WTO) celebrated its twentieth anniversary in 2015.
On its website, WTO lists the achievements of these 20 years. The list is
impressive. It says that during this 20-year period, WTO has helped to boost global
trade growth, resolved numerous trade disputes and supported developing
countries to integrate into the international trading system. It also highlights that
WTO has played a crucial role during the global financial crisis of 2008. In a
period of recession, there is a possibility that policymakers may get into a

protectionist mindset. This has happened before with disastrous consequences for

world trade.l WTO claims that its rules, its dispute settlement mechanism and the
forum for trade negotiation that it provides have acted as “a bulwark against
protectionism” and has avoided a collapse of world trade. These are indeed

credible achievements and WTO can rightly claim credits for these. The popularity
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of WTO can be further highlighted from the fact that it has increased its
membership from 128 countries during the Uruguay Round to 161 countries in
2015. Among the new members, which acceded to WTO during this period, are big
countries like China and Russia. Currently WTO members account for around

98 % of global trade. There are also more than 20 countries which are trying to
get membership of WTO. Once the accession formalities of these observer
countries are completed then WTO membership will cover almost the entire globe.

These are major achievements and WTO should justly be proud of these.

There are some major pitfalls too. WTO has long been accused of showing bias to
more developed countries. Concerns were raised about implementation problems
of the agreements made under the Uruguay Round. This was acknowledged while
launching the Doha Development Round in 2001. The official declaration of the
Doha Round says:

We attach the utmost importance to the implementation-related issues and

concerns raised by members and are determined to find appropriate solutions to

them. Para 12, Doha Ministerial Declaration.2

However, the Doha Round of trade talks has proved to be a major setback for
WTO. It has been going on for about 15 years now and the end is still nowhere in
sight. After the WTO talks collapsed in 2008, not much progress in negotiations
have been made. There have been some agreements in a couple of areas but even
after so many years, consensus in major areas of negotiations has eluded the WTO
members. In a meeting with all WT'O member countries on 1 June 2015, the
director-general of WTO Roberto Azevedo says: “However, on the basis of the
discussions I have had over recent weeks, I am becoming increasingly concerned
that we are not making the progress that is needed in the key areas of agriculture,
industrial products and services”.2 He further suggested that WTO members are
lacking the required convergence in negotiations which may lead to a successful

completion of the Doha Round of trade talks by December 2015.

As the Doha Round of trade talks are muddling through without any sign of

completion, global interest in the multilateral trading system is on a decline. In the



present era of data analytics, Google Trend has emerged as a useful tool to
understand change of interest about a certain topic over a period of time. A
Google Trend search using the word “WTO’ shows a rapidly declining interest
about it (Fig. 1). Also, global trade is stuttering in the last few years. International
trade statistics released by WTO in April 2015 indicate that growth in the volume
of world merchandise trade will be around 3.3 % in 2015 and will remain well
below the annual average of 5.1 % posted since 1990. The modest trade growth in
2014 marks the third consecutive year in which trade grew less than 3 %. Trade
growth averaged just 2.4 % between 2012 and 2014. It is likely that global
demand is still recovering from the recession and slow recoveries of some major
countries have affected the global trade growth. However, some amount of
responsibility can be attributed to the lack of progress of the Doha Round and the
inability of WTO to take trade liberalisation forward in the last 15 years.

Fig. 1

Result from Google trend of relative interest in the search term ‘WTQO’. Source Google trends

India has played a much more active role in the Doha Round of negotiations than
it did in any previous rounds of trade talks. Right from the inception of this round,
India has emerged as a key player. Tough negotiating stance adopted by India in
certain issues has contributed in stalling the Doha Round of trade talks a few
times. Consequently, India has often been accused of brinksmanship and been

criticised for jeopardising the entire Doha Round. India, on the other hand, has

been almost prided itself in stopping bad and iniquitous trade agreements.2 This
chapter will analyse India’s engagement in the Doha Round of trade talks in the
broader perspective of its experience with the WTO regime. It will also look into
the changing global economic landscape, including the proliferation of the
regional trade agreements and a regime of increasing commodity prices to analyse

India’s evolving negotiating position in the Doha Round.

2 India in GATT and WTO



Though India pursued inward-looking economic policies during most of its
planning period, it was a founder member when the General Agreement on Tariffs
and Trade (GATT) was established in 1947. India continued with inward-looking
policies until about the early 1980s when it started to open up. The major change
occurred in 1991 when India had to approach the International Monetary Fund
(IMF) for structural adjustment loans to tide over a balance of payments crisis. As
conditions for the loan, IMF imposed several measures to make the Indian
economy more open and liberalised. This ushered in a period of rapid trade
liberalisation for India. India’s drive towards a more open trade regime also
coincided with the Uruguay Round of trade talks and the establishment of the
WTO in 1994. As a member of GATT, India also became a founder member of the
WTO.

During the mid-1990s, policymakers widely believed that the WTO would be a vast
improvement over GATT and the establishment of the new multilateral trading
system would help India take advantage of the growing global demand. There was
a perception that India would be a net gainer from the WTO regime since the
benefits accruing to them from the liberalisation of the three key sectors, namely,
agriculture, textiles and services, would more than offset the expected losses from
India’s commitments to reduce trade barriers and adopt a more stringent regime
of Intellectual Property Rights (IPRs). Indian policymakers expected that
increased market access in these three key sectors would allow the country to
follow an open and export-led development policy. Since an overwhelming
proportion of workers in India are involved in agriculture, textiles and services, it
was also expected to significantly boost employment. However, the
implementation experience of the WTO during the period 1995-2000 has been less
than satisfactory for developing and least developed countries. For example, in
agriculture, developing countries were disappointed that the Agreement on
Agriculture (AoA) did not lead to any meaningful reduction in subsidies. In
textiles, the major liberalisation was back-loaded until the Multi Fibre Agreement
expired in 2005. In services, countries like India felt that they did not get enough
market access for their people, even professionals. So, when the Doha
Development Round was launched in 2001, it was emphasised that the new round
would take into account the development needs of poorer countries and would

address the implementation issues of the Uruguay Round agreement.



In the Doha Round of trade talks, India has been actively involved in negotiations
in all key areas of the WTO. One of the defining features of the Doha Round of
trade talks is that the level of involvement of member countries in trade
negotiations has been higher than ever before. In the past, most negotiations
happened among the so-called QUAD (USA, European Commission, Japan and

Canada) countries. The only other significant pressure group was the Cairns

Group.5 Most developing and least developed countries had much lower level of
participation in the trade talks. However, in the Doha Round, developing countries
have participated in the negotiations both as individual countries and also as
groups of countries with similar negotiating positions in different areas of trade
negotiations. Formation of such groups has given countries the ‘pack power’ and
increased bargaining power of smaller countries in the Doha Round. India is part
of various such negotiating groups. A look at India’s engagement in different
groups shows that India is involved with three different country groupings in

agriculture negotiations. These groups are Asian Developing Members (31

Members),% G20 (23 Members)Z and G33 (46 Members).8 In Non-Agricultural
Market Access, it is involved with Asian Developing Members and NAMA11 (10

Members).2 In discussions regarding anti-dumping; subsidies and countervailing
measures, including fisheries subsidies; and regional trade agreements (this set of
issues are termed as ‘Rules’ in shorthand at the WTO negotiations) and TRIPS,

India is involved with the group Asian Developing Members (Table 1).

Table 1 Various negotiating groups in the Doha round where India is a member. Source
https:/lwww.wto.org/english/tratop_e/dda_e/negotiating_groups_e.htm

The next few sections will discuss India’s position in this round of trade talks in
detail.

2.1 Agreement on Agriculture and India

When the WTO deal was signed, the Agreement on Agriculture (AoA) was seen as
a major breakthrough in multilateral trade negotiations. Early projections of the

likely effect of the AoA on world markets predicted that a reduction in domestic
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support and export subsidies in the developed countries would lead to a deepening
of world trade in agriculture, a spatial redistribution of agricultural production, an
increase in the share of developing countries in global agricultural exports and
greater transparency in agricultural trade. However, closer examination suggested
that there would be no major reduction in subsidies in the OECD countries. The
provisions in the agreement allowed countries to comply with WTO rules but
continue with their farm subsidies. Consequently, the AoA produced modest
results. Developed countries continued with their domestic and export support
measures, while developing countries continued to have high tariff barriers for
this sector. There was an in-built provision in the WTO AoA (under Article 20 of
the AoA) that committed members to begin negotiations on continuing the reform
at the end of 1999 (or the beginning of 2000). So, when this mandated negotiation
on agriculture started in 2000, India was expected to adopt a position in favour of
greater liberalisation in agriculture. However, India was ambivalent in its
approach. Although India belongs to the G-20 group of developing countries in the
WTO that pushes for major liberalisation in agriculture, including ambitious
reductions in market access barriers and farm subsidies, India is also a member of
the G-33 group, which argues for greater flexibility for developing countries to

undertake limited market opening in agriculture.

In its proposal to the WTO (WTO document number G/AG/NG/W/102) in January
2001, India emphasised that the negotiations on agriculture should focus on both
the trade and non-trade concerns of developing countries. Along with trade issues,
such as domestic support, export subsidies and market access; non-trade
concerns, such as food and livelihood security, should also be addressed. India also
pointed out that there are a large number of low income, resource-poor
agricultural producers in the country, and India needs to guard their interests.
These concerns have guided India’s approach to the Article 20 re-negotiations on
agriculture and subsequently to the agriculture negotiations in the Doha

Development Round.

Due to this defensive stance, India has been guarded in its approach towards
reducing agricultural tariffs. India’s defensive stance may appear counter-intuitive
because India has unilaterally liberalised its agriculture trade regime much

beyond its WTO commitments. In India, applied tariff rates in agricultural



products are much lower than the bound rates. For agricultural products, the
average MFN applied tariff rate is around 35 % and it ranges between 0 and

150 %. India’s bound rates in agricultural products range from 0 to 300 % and
there is significant gap (or water content) between the applied and bound rates for

most products. India has brought down tariffs significantly in edible oil and

industrial raw materials.12 Despite this, India has been reluctant to aggressively
pursue tariff liberalisation in agriculture. The Ministry of Commerce website
mentions that India will not be able to undertake overall tariff reductions on bound

rates of more than 36 %. India is also in favour of several additional flexibilities,

such as self-designation for a number of Special Products,}L greater flexibility on

Sensitive Products and simpler use of Special Safeguard Mechanisms (SSMs).

Regarding market access initiatives by other countries, Indian exporters have
repeatedly pointed out that although the average level of tariff is low in developed
countries, there are still tariff peaks and tariff escalations. Moreover, there are
major non-tariff barriers in terms of food standards and technical barriers to

trade. Some of these issues have been highlighted by the Ministerial declaration of
the G-20 group (WTO document number WT/MIN(11)/19 dated 16 December
2011) at the Geneva Ministerial Meet.

At the same time, India calls for substantial reduction in domestic support
measures in the agriculture sector of developed countries, with tighter disciplines
on product specific limits on AMS and the Blue Box.12 It also wants the complete
abolition of export subsidies by developed countries and a phase out of export

subsidies by developing countries.

India’s negotiating stance in agriculture has been criticised by researchers such

as Hoda and Gulati (2007), who argue that developing countries, including India,

should be less preoccupied with S&D (special and differential) treatment!3 in
agriculture. Rather, these countries should negotiate more aggressively to
eliminate domestic and export support in developed countries. By being defensive
in their market access commitments, countries like India reduce the overall level

of ambition for the negotiations on agriculture.



It should also be pointed out that special products, sensitive products and SSMs
are instruments that are likely to help a country during a regime of declining
prices. Since 2003-04, international commodity prices have been mostly rising.
Though commodity prices have shown some tendency of decline since August
2014, the decline has been much sharper for fuel products than for non-fuel
products (see Fig. 2). The figure also shows that since 2008, commodity prices
have shown very high volatility. However, studies tend to indicate that in spite of

these volatilities, the world may have moved into a period of high international

commodity prices.M If this hypothesis is correct then it implies that in this new
price regime the above-mentioned instruments will be less useful for price
stabilisation. A high price regime may also mean lower resistance at the
international level against domestic and export support given by developed
countries. On the flip side, a high price regime also reduces the need for domestic
and export subsidies. It is not surprising that in the WTO negotiations, agriculture
is no longer considered the main hurdle. Negotiations are now stalled by

fundamental differences in non-agricultural market access.

Fig. 2

International monetary fund commodity price indices, (Base 2005 = 100). Source

International Monetary Fund

Another issue that may influence India’s outlook towards agriculture is that the
country has faced relatively high food price inflation in the past few years due to
domestic demand-supply imbalances and high international commodity prices. For
a poor country like India, food price inflation is politically difficult to handle, and if
the domestic demand-supply imbalance continues, it may have an impact on
India’s approach towards agricultural imports. Some amount of this concern was
felt in Bali Ministerial Meet of WTO when India almost single handedly blocked an
accord on trade facilitation as it felt that trade facilitation could not be de-linked
from other aspects of the Doha Round. The position taken by India arose from
strategic concerns in relation to another accord on food security and public

stockholding in agriculture tabled during the same meeting. Indian government



perceived it as a possible impediment for ensuring food and livelihood security in
the country. Subsequently, in November 2014, an agreement was reached between

USA and India which allowed the trade facilitation accord to be implemented.

2.2 Non-Agricultural Market Access and India

When the Doha Round started, it was believed that negotiations on Non-
Agricultural Market Access (NAMA) would be less complicated than in the other
sectors for two reasons. First, industrial tariffs are much lower across the world
than tariffs on agricultural goods and, second, the Doha Round of trade talks was
the ninth round of trade negotiations on industrial goods and it was believed that

most of the major issues had been solved.

During the NAMA negotiations, it was decided that a Swiss formula-based tariff

reduction strategy would be adopted.l2 The coefficient of the Swiss formula is
critical in arriving at a reduction commitment and it was decided in WTO trade
talks that the Doha Development Round would take into account the special needs
and interests of developing countries and allow less than full reciprocity in
reduction commitments. Consequently, it was decided that there would be
different coefficients for developed and developing countries. During the
negotiations, there was a convergence of opinion that the coefficient would have a
value of 8 for developed countries, whereas for developing countries, there would
be a three-tiered coefficient with values of 20, 22 and 25 to address flexibilities for
these countries. India had agreed to this formula. The Hong Kong Ministerial
declaration recognised that members were pursuing sectoral tariff reduction
initiatives to supplement the formula-based approach, but emphasised that

participation in such sectorals should be voluntary.

However, the global economic crisis and continued trade deficit of the US have
given rise to strong mercantilist sentiments in some countries. Its manifestation
can be seen in the currency war between China and the US, the increasing
protectionist measures adopted by developed countries since the financial crisis
and in the sudden hardening of country positions in WTO trade talks on industrial
goods. The US and other developed countries now argue that large developing

countries, such as Brazil, China and India, should participate in sectoral tariff



reductions on a mandatory basis. The sectors picked by the US were chemicals,
electrical and electronics and industrial machinery. Later, more sectors were
added and a WTO document on NAMA sectoral negotiations (WTO document
number TN/C/14 dated April 21, 2011) indicate that currently seven sectors are
earmarked: chemicals, industrial machinery, electronics and electrical products,
enhanced healthcare, forest products, raw materials and gems and jewellery. This
document also highlights that the sectoral initiatives are driven by developed
countries, namely, Australia, the European Union (EU), Japan and the US. The
three developing countries (Brazil, China and India) indicated that they are not
seeking further market access through sectorals and they want the Swiss formula
to be the main determinant of the overall level of ambition in the NAMA
negotiations. Sectorals should be seen as a supplement to the tariff cuts achieved

through the formula, and participation in sectorals should be non-mandatory.

Another development in the NAMA negotiations goes against countries like India,
which have unilaterally liberalised their tariff rates. The GATT and WTO rules
traditionally treat the bound rate as the base rate for future tariff cuts. However,
in the Doha Round, there has been a demand from developed countries to reduce
tariff rates from the present applied rates. This is discriminates against a country
like India that has unilaterally reduced its applied tariff rates much below its WTO

commitments.

Given the present state of the international economy, it is unlikely that India will
accept these demands in the NAMA negotiations. These new demands go against
the basic premise of the Doha Development Round because major developed
countries are moving away from the concept of less-than-full reciprocity by

developing countries, and are pushing “emerging countries to “catch up” with

developed members regarding the level of market opening” (p. 2).16

The issue of non-tariff measures (NTMs) is also important for India. Increasingly,
non-tariff measures are being used as protectionist tools in several developed
countries. The use of safeguard measures, such as Sanitary and Phytosanitary
(SPS) measures, Technical Barriers to Trade (TBT) and anti-dumping (AD),Z are

used to discriminate against imports from developing countries like India. In



addition, new forms of NTMs, such as maintaining undervalued currency,
certification and documentation, are being used. To make international trade more

transparent, India seeks better rationalisation of these measures.

2.3 Trade in Services and India

Services are a very important sector for India. In 2009-10, the services sector
accounted for over 50 % of its GDP. The sector grew at an average annual rate of
10 % in 2009-10 and contributed nearly 60 % to the overall growth of the
economy. The leading subsectors are financial services, trade and transport and
communications. Trade in services is also growing rapidly. India’s services exports
increased from US$ 25 billion in 2003-04 to US$ 90 billion in 2007-08. According
to the World Trade Report 2014, India exported US$ 150 billion worth of services
in 2014.

In the WTO, India is a major proponent of services liberalisation in the Doha
Round. India’s negotiating position reflects its core interest in getting market
access and non-discriminatory treatment from its trading partners, especially
developed country trading partners, in sectors, such as computers and related
services, and in modes of trade, such as Mode 4 (temporary movement of people)
and Mode 1 (cross-border trade) where the country has an export interest. To
prove its offensive interests in services liberalisation, India offered to undertake
commitments in several new sectors, such as distribution services, education,
environmental services, transport services (maritime and air) and professional
services (architectural services, integrated engineering services, medical and
dental services), and offered to improve its Uruguay Round commitments in
sectors such as computer and related services, R&D services and in some
professional services (accounting, auditing and bookkeeping services, engineering
services, etc.) in its Revised Offer submitted to the WTO in 2005. This was one of
the best revised offers submitted to the WTO.

In its requests to trading partners in the Doha Round, India is looking for broad-
based commitments in Mode 1 from a critical mass of countries in some key areas.
The objective is to freeze the existing levels of liberalisation in those countries to

pre-empt potential future hurdles in outsourcing business to India. Although India



has a strong export interest in Mode 4, in the Doha Round developed country
members have taken limited commitments in this Mode. Moreover, these
commitments are restricted by various measures, such as economic needs tests,
non-recognition of qualifications and visa restrictions. It is of the utmost
importance to India that in the Doha Round there is progress on the development
of discipline in domestic regulations involving qualifications and licencing
requirements and procedures, without which Mode 4 access gets severely

restricted.

Along with the traditional request-offer method used in GATS, the Doha Round of
trade talks also uses a plurilateral negotiation approach to further liberalise trade
in services. So far, 22 plurilateral groups have been formed at the WTO in service
sectors/modes. India is the coordinator of the plurilateral requests on Mode 1
(cross-border supply) and Mode 4 (Movement of Natural Persons). India is a

cosponsor of plurilateral requests in computer and related services (CRS).

However, the quality of offers in services in the Doha Round has been
disappointing. Borchert et al. (2011) pointed out that several of the offers made in
the Doha Round are actually more restrictive than the present policies. They
conclude “the best offers submitted so far as part of the Doha negotiations
improve on Uruguay Round commitments by about 10 % but are still, on average,
twice as restrictive as actual policies. At present, Doha offers not greater access to
markets but a weak assurance that access will not get worse”. Similar
observations have been made in the April 2011 report by the Chairman to the
services trade negotiation committee (WTO document Number TN/S/36 dated
April 21, 2011). The report highlights the concern of countries such as India that
no progress has been made in the market access negotiations for services since
the July 2008 Signalling Conference. The gaps between offers or signals and
bilateral and plurilateral requests or applied regimes were still substantial.
Moreover, there was a lack of clear signs of market openings in sectors and modes

of interest to developing countries, particularly in Modes 1 and 4.

India believes that to take the negotiations forward, a fresh round of offers need to
be tabled at the WTO by member countries. An ambitious proposal in services

should be an essential part of the Doha agreement. However, India has opposed



some recent plurilateral negotiations on trade in services. Recently, there have
been talks about an International Services Agreement (ISA) by a group called
Really Good Friends of Services (RGFS) that is pushing for ambitious liberalisation
in trade in services. This group includes Australia, Canada, Colombia, Costa Rica,
the EU, Hong Kong China, Israel, Japan, Mexico, New Zealand, Norway, Pakistan,
Peru, South Korea, Switzerland, Separate Customs Territory of Taiwan, Penghu,
Kinmen and Matsu, Turkey, and the US. So far, large emerging economies such as
India, Brazil and South Africa have stayed away from these plurilateral
negotiations. In a meeting of leaders from Brazil, Russia, India, China, and South
Africa in New Delhi in March 2012, the leaders of these countries warned: “We do
not support plurilateral initiatives that go against the fundamental principles of
transparency, inclusiveness, and multilateralism... We believe that such initiatives
not only distract members from striving for a collective outcome but also fail to
address the development deficit inherited from previous negotiating rounds”
(Bridges Weekly, ICTSD, 2012). However, Hoda (2012) points out that the
approach adopted by the RGFS may not be GATS-inconsistent as there are
provisions in Article V of GATS to form such an agreement, but he agrees that
such an agreement may further weaken the Doha Round of talks. To alleviate this
problem, he suggests that if these countries manage to secure an agreement
among a critical mass of members and then extend the benefits on an MFN basis
to all WTO members, the effort may help the multilateral negotiations. He argues
that instead of staying out of this approach, India should get involved and ensure
all modes of supply, particularly the movement of natural persons, are covered in

this possible agreement.

3 Which Way Is the Doha Round Heading?

Overall, the Doha Round of trade talks is not progressing well. The negotiations
have been repeatedly stalled on issues related mainly to agriculture subsidies and
non-agricultural market access. It has been 14 years since the Doha Declaration
and still the negotiations show no sign of completion. However, it is not very
surprising that the Doha Round is taking so long to get finalised. In the earlier
rounds of multilateral trade talks, negotiations were done by a few developed

countries and most developing countries had little or no role in these negotiations.



In the Doha Round, the number of active players in negotiations has increased
significantly. Rodrik (2008) points out that in the Doha round there are 153
countries (161 countries now), of which around 60 or 70 are actively involved in

the negotiations. As the WTO works on a ‘consensus’ approach, every member has

a potential veto power.m Therefore, it is not surprising that this round of trade

negotiations is dragging on.

Moreover, WTO is facing challenges from a number of new developments in
international business and trade. As the Doha Round started in 2001, its basic
tenets were based on the pattern of international trade of 1990s. But since then,
rapid changes in business and global dynamics have posed a number of new

challenges for WTO. Some of major changes faced by WTO are

1. Rise of China: China was not a member when WTO was formed in 1995. It
became a member only in 2001. But in spite of that, China’s growth through
the last two decades has been amazing. In 1990, China had a share of around
1.8 % in global merchandise exports which by 1995, climbed up to 2.88 %.
While acceding to WTO in 2001, China’s share in global exports reached
4.3 %. Since then China has managed to improve its market share at a very
fast pace and in 2014 it had 11.74 % share in international merchandise
exports. It is presently the biggest exporter of merchandise goods in the
world. China has very strong presence in trade in commercial service as well.
It has 4.41 % market share in global commercial services exports and is
ranked fourth among commercial services exporters among the world. The
rise of China as a global economic superpower was largely driven by its
growing dominance in international trade. This meteoric rise of China in the
last two decades has altered patterns of global trade and power balances
quite significantly. Along with China, some other developing countries like
Brazil, India and South Korea have also made their marks felt in international
economic area. Emergence and assertiveness of new players have changed

the dynamics of global trade negotiations quite significantly.

2. Recession and Protectionism: A major shock to the global economy came
in 2008-09, when the subprime crisis and financial contagion across the globe

led to the biggest global recession since the great depression of the 1930s.



Not surprisingly, international trade also observed a massive contraction. In
2009, global merchandise trade declined sharply from US$ 16.1 trillion to
US$ 12.4 trillion, registering a negative growth rate of more than 22 %

(Fig. 3). Trade in commercial services also declined by about 11 % during the
same year. Such a decline in the value of international trade has not happened

for a very long period.

Fig. 3

Growth in volume of world merchandise trade and real GDP, 2007-16 (Annual %
change). Source WTO

This massive recession and the contraction of world trade led to a sharp increase

in protectionist sentiments among the developed countries. Studies done by WTO

reported a steady rise in imposition of trade-restrictive measures in developed

countries. This led to the possibility of a global breakout of protectionism like it

happened in the 1930s during the Great Depression. However, presence of a

multilateral trade monitoring body like the WTO and concerted effort by the G-20

countries prevented such a scenario. However, the recovery of international trade

has not been smooth. A number of factors, including the Eurozone crisis, have

slowed down exports growth since 2012 (Fig. 3).

3. Massive rise in trade in intermediate goods and emergence of value
chains: A defining feature of modern international trade is the growing
integration of countries in global value chains. In global value chains,
companies divide their operations across the world depending upon the
comparative advantage of each location. As a result, it relocates the processes
starting from the design of the product and manufacturing of components to
assembly and marketing in different countries across the globe. This leads to
international production chains. For example, over the years, China has
emerges as the final assembly centre from global manufacturing. A study by
WTO and IDE-JETRO (WTO IDE-JETRO 2011) shows that about 75 % of
China’s imports are intermediate goods but its export of intermediate goods is

one of the lowest among Asian countries.



This trade pattern is called by Baldwin (2011a, b) as the ‘21st Century trade’
which is characterised by the ‘trade investment-services’ nexus. According to

Baldwin,

the nexus reflects the intertwining of: i) trade in parts and components, ii)
international movement of investment in production facilities, training,
technology, and long-term business relationships, and iii) demand for services to
coordinate the dispersed production, especially infrastructure services such as

telecoms, internet, express parcel delivery, air cargo, trade-related finance,

customs clearance. (Baldwin 2011a)

Baldwin further suggests that this ‘21st century trade’ will require policy
packages which are very different from traditional trade where countries generally
trade in finished goods. For example, issues like trade facilitation and trade costs
become more important for a country which is engaged in trade in intermediate
goods and has relocated its production bases around the world. Similarly, stronger
trade-investment nexus imply that issues like competition policy, investment
treaties, IPR issues and restrictions on movement of capital may become more

important than traditional trade policy issues like tariffs and NTMs.

WTO recognises the growth of global value chains through it’s ‘Made in the World’
initiative but it finds itself lacking in tackling this type of international trade. As an
organisation, WTQO'’s basic tenets are still rooted in GATT—an informal
organisation designed to monitor international trade of the 1940s. Therefore, its
primary focus is still on instruments like quotas, tariffs and subsidies. Moreover,
as a global behemoth, which runs on the basis of consensus, flexibility is not a key
strength of WTO. Consequently, it is finding it difficult to keep pace with modern
business and often finds itself trying to manage tomorrow’s business and economy
using yesterday’s policy instruments. When global business and finance is
changing ever so rapidly with technology and innovations, WTO may need to
become much more flexible and adaptable if it wants to remain relevant. As even
more modern technologies like 3-D printing emerge, new possibilities and policy

challenges will have to be addressed by WTO.



4. Commodity Prices behaved differently since 2003: After a prolonged
period of relative stagnation, international commodity prices are on an
upswing since 2003-04. There are alternative hypothesis about what is
pushing up commodity prices. One group of economists strongly believe that
demand-supply imbalance is causing this upswing whereas others believe that
commodities have emerged as an alternative to financial assets and
speculation is the major reason for this upward movement of commodities.
Expansionary monetary policies in developed countries are also said to be

helping commodity prices.

Most of the WTO policies and safeguards like ‘Special Products’ and ‘Special
Safeguard mechanisms’, are essentially geared to protect countries from the
negative effects of declining commodity prices. In the present WTO texts, there
are no substantive policy measures available to developing countries to protect
them from increasing food prices. In other words, WTO lacks policies towards
general price stabilisation. Its policies and tools are from an era where
international commodity prices were going through secular decline. Those are

much less relevant in the present scenario.

5. Rise of Regionalism: As the multilateral trade talks are not progressing,
most countries are opting to increase trade through Regional Trade
Agreements (RTAs). RTAs are defined as groupings of countries which are
formed with the objective of reducing barriers to trade between member
countries. Contrary to what the name suggests, these groupings or unions
may be concluded between countries not necessarily belonging to the same
geographical region. Regional agreements allow groups of countries to
negotiate rules and commitments that go beyond WTO rules. For example,
these agreements can include stricter TRIPS regulations, Bilateral Investment
Treaties (BITs), wide range of and extraneous clauses like labour and

environmental rules.

Regional trade agreements represent an important exception to the WTO’s
principle of non-discrimination (the Most Favoured Nation clause). According to
the WTO rules, countries within an RTA (or, in other words, members of an RTA)

can trade among themselves using preferential tariffs and easier market access



conditions than what is applicable to other WT'O Member countries. As a result,
WTO Member countries that are not a part of the RTA are discriminated in these
markets. Also trading within the regional trade blocks does not come under the
purview of WTO. Therefore, WTO dispute settlement mechanisms are also not
available to countries that form RTAs. In spite of all these drawbacks, WTO
allowed formation of RTAs as it believed that such trade agreements may allow
countries to liberalise and expand trade by choosing their own trade partners and
adopting the right pace of trade liberalisation among its chosen trade partners.
However, as trade among regional trade blocks are outside the ambit of WTO,
proliferation of RTAs can reduce the policy relevance of WTO quite significantly. In
the last few years, there have been talks about formation of mega trade blocks
involving large number of countries. Examples of such mega trade blocks are The

)H

Regional Comprehensive Economic Partnership (RCEP)-= and the Trans-Pacific

Partnership (TPP).22 Once these trade blocks become operational, WTO may

struggle to remain relevant for many countries.

The confluence of these factors as well as the fact that Doha Round has not
worked out well imply that there will be difficult days ahead for WTO. Moreover,
proliferation of RTAs ensured that most WTO Members are party to multiple RTAs.
WTO database on RTAs suggest that some WTO Members are participating in
twenty or more RTAs. This has resulted in overlapping trade agreements. As a
consequence, global trade is presently being governed by a spaghetti bowl of
bilateral and multilateral trade agreements. Baldwin et al. (2007) point out that
WTO has largely been an “innocent bystander” in this rapid rise of regionalism
which potentially can erode the benefits of multilateralism by introducing more
opacity in the system as well as by giving rise to a lopsided global trading system

dominated by large trading powers.

4 India’s Role in Doha Round: Running with the Hare and
Hunting with the Hounds?

As discussed before, India has played a more proactive role in this round of WTO
negotiations. It has held its ground against pressure and has so far followed the

dictum that ‘no deal is better than a bad deal’. But this tough stance has also



invited criticism from the international community and media. This is best
illustrated by the criticism India faced after the veto to the trade facilitation
accord during the Bali Ministerial. Although domestically the move by the
government was seen as a positive one, internationally India was seen as a deal

breaker in WTO. In some cases it was also alleged that India’s action was a

setback against free trade.2l While it has to be agreed that the veto was not a
popular decision as only three countries, (Cuba, Venezuela and Bolivia) voiced
support for India, India’s concerns were not without merit. But the global media
blitz against India made the country look somewhat isolated from other developing
countries. While it is true that in that particular incident India did not have too
many supporters, it is also true that in a number of other areas of negotiations in
WTO, especially in areas like agricultural and NAMA, there is considerable

solidarity and convergence among developing countries.

However, there is an unnecessary burden which India seems to have taken on
itself is as the leader of developing countries. After the Bali Ministerial, the

erstwhile Minister of Commerce and Industry said:

I would like to conclude by saying that the Bali Ministerial meeting was a
landmark one in the history of WTO. It re-affirmed India’s leadership role
amongst the developing countries and also demonstrated our diplomatic ability
to build consensus. We were able to arrive at a balanced outcome which secures
our supreme national interest. India was key to arriving at a breakthrough and
shaping the first agreement since the creation of the WTO 18 years ago. India’s
constructive approach in negotiations was acknowledged by all member states.

We have managed to retain the centrality of the development dimension in the

Doha Round.22

In a visit to India during January 2015, the WTO director-general played along

saying:

Countries look to India to raise issues of importance for developing countries.

That role carries real responsibility. And I think we are seeing India take its

rightful place at the centre of the world stage.23



This is not an easy burden to bear. Developing countries are not a homogenous
group and there are considerable differences in negotiating interest among
developing countries. Leading such a diverse group will be extremely difficult for
India. Moreover, in spite of its population and GDP, India is a relatively small
player in international trade. India’s share in global exports was around 1.6 % in
2013. Its share in global services exports is around 3.3 %. There are many smaller
economies with much larger trade volumes than India. In fact, China’s annual
merchandise exports is higher than India’s GDP. In 2013 China’s merchandise
exports was US$ 2.2 trillion while India’s GDP in the same year was US$ 1.87
trillion. This raises the doubt whether India is really big enough to carry the

‘leadership’ mantle of developing countries in international trade forums.

Finally, for countries like India, bilateral engagements can create complications
for multilateral negotiations. Recent reports coming out of WI'O seem to indicate
that presently in WTO discussions on important issues are taking place behind
closed doors in meetings among the so-called G5-Plus countries with the director-
general of WTO as the chair. These countries are: US, the EU, China, India, Brazil,
Australia and Japan. This is part of the ‘Green Room meeting’ convention in WTO
where more interested and important parties have semi-formal negotiations
among themselves. However, what is important here is to note that India also
engages bilaterally with most of these countries of the core group. India has a
comprehensive economic partnership agreement with Japan and negotiations with
EU for a comprehensive trade and investment agreement is underway. India is
also negotiating RTAs with Australia and New Zealand. Possibility of an Indo-US
FTA is also around. As these bilateral agreements generally go much beyond WTO
liberalisation requirements, it will be difficult for India to maintain a consistent
negotiating ground between bilateralism and multilateralism, especially given the
additional leadership responsibility that willy-nilly India has bestowed upon itself.
India’s strategy of running with the hare and hunting with the hounds in

international trade forums will not be easy to sustain.

Notes

1. During the Great Depression of 1930s, between 1929 and 1933 global trade



shrank 65 % in dollar value and 25 % in unit volume.

. Available at:

https://www.wto.org/english/thewto e/minist e/min01 e/mindecl e.htm.

. Available at:

https://www.wto.org/english/news_e/news15 _e/hod 01junl5_e.htm.

. For example, see ‘Doha: India accuses US of sacrificing world's poor at trade
talks’, The Guardian, July 31, 2008. Available at:
http://www.theguardian.com/world/2008/jul/31/wto.india.

. The Cairns Group is a group of countries which negotiated for a more open
agricultural trade regime since the Uruguay Round of trade talks. Members of
the Cairns Group are: Argentina, Australia, Bolivia, Brazil, Canada, Chile,
Colombia, Costa Rica, Guatemala, Indonesia, Malaysia, New Zealand, Pakistan,
Paraguay, Peru, the Philippines, South Africa, Thailand and Uruguay. Hungary
(now part of the European Community) and Fiji were founding members of the

Cairns Group, but have since withdrawn.

. Members of this group are: Bahrain, Kingdom of, Bangladesh, Brunei
Darussalam, Cambodia, China, Chinese Taipei, Hong Kong, China, India,
Indonesia, Jordan, Korea, Republic of, Kuwait, the State of, Kyrgyz Republic,
Lao People’s Democratic Republic, Macao, China, Malaysia, Maldives,
Mongolia, Myanmar, Nepal, Oman, Pakistan, Philippines, Qatar, Saudi Arabia,
Kingdom of, Singapore, Sri Lanka, Thailand, Turkey, United Arab Emirates,
Viet Nam.

. G-20 is a coalition of developing countries in WTO that are negotiating for
ambitious reforms of agriculture in developed countries with some flexibility
for developing countries. This group is not to be confused with the G-20 group

of finance ministers and central bank governors. Members of this group are:


https://www.wto.org/english/thewto_e/minist_e/min01_e/mindecl_e.htm
https://www.wto.org/english/news_e/news15_e/hod_01jun15_e.htm
http://www.theguardian.com/world/2008/jul/31/wto.india

Argentina, Bolivia, Plurinational State of, Brazil, Chile, China, Cuba, Ecuador,
Egypt, Guatemala, India, Indonesia, Mexico, Nigeria, Pakistan, Paraguay, Peru,
Philippines, South Africa, Tanzania, Thailand, Uruguay, Venezuela, Bolivarian

Republic of, Zimbabwe.

Members of this group are: Antigua and Barbuda, Barbados, Belize, Benin,
Bolivia, Plurinational State of, Botswana, Cote d’Ivoire, China, Congo, Cuba,
Dominica, Dominican Republic, El Salvador, Grenada, Guatemala, Guyana,
Haiti, Honduras, India, Indonesia, Jamaica, Kenya, Korea, Republic of,
Madagascar, Mauritius, Mongolia, Mozambique, Nicaragua, Nigeria, Pakistan,
Panama, Peru, Philippines, Saint Kitts and Nevis, Saint Lucia, Saint Vincent
and the Grenadines, Senegal, Sri Lanka, Suriname, Tanzania, Trinidad and

Tobago, Turkey, Uganda, Venezuela, Bolivarian Republic of, Zambia, Zimbabwe.

Members are: Argentina, Brazil, Egypt, India, Indonesia, Namibia, Philippines,

South Africa, Tunisia, Venezuela, Bolivarian Republic of.

10. However, in 1999 India increased its bound rates through Article XXVIII tariff

11.

12.

negotiations on some agricultural commodities, mostly cereals, including rice

and wheat.

These are agricultural products that have implications for food security,
livelihood security and rural development. These products will attract a lower
tariff cut than other products. This is an S&D measure since only developing

countries can designate Special Products.

WTO divides agricultural subsidies into three categories. Domestic subsidies
for agriculture that are considered to distort trade are called Amber Box
subsidies. These subsidies are subject to reduction commitments. Amber Box
is calculated as Aggregate Measurement of Support (AMS). Farm subsidies
that are decoupled from production or are not production-enhancing are

called Blue Box subsidies. Currently, there is no limit on Blue Box subsidies.



13.

14.

15.

16.

17.

18.

Green Box subsidies are domestic support for agriculture that do not distort
trade or at most cause minimal distortion. These subsidies are allowed

without limit.

Special and Differential Treatment refers to provisions within the WTO that
give developing and least developed countries (LDCs) special rights and allow
developed countries to treat developing countries and LDCs more favourably
than other WTO members. These special provisions include, for example,

longer periods for implementing agreements and commitments, or measures

to increase developing countries’ trading opportunities.

For example, see Hermann (2009), FAO (2011).

A Swiss Formula for tariff reductions is given by the equation:

$$Z = CXN\left( {C + X} \right)$$

where

X : initial tariff rate

C : coefficient

Z : resulting lower tariff rate (end of period).

Report by the Director-General on his Consultations on NAMA Sectoral
Negotiations, WTO document number TN/C/14 dated April 21, 2011.

India’s position against the misuse of AD is somewhat weak since India is a

major user of AD measures.

Although the WTO has the provision of a ‘one-country one vote’ system in its

constitution, so far voting has not been used in the WTO.



19.

20.

21.

22.

23.

Regional Comprehensive Economic Partnership (RCEP) is a proposed free
trade agreement (FTA) between the ten member states of the Association of
Southeast Asian Nations (ASEAN) (Brunei, Burma (Myanmar), Cambodia,
Indonesia, Laos, Malaysia, the Philippines, Singapore, Thailand, Vietnam) and
the six states with which ASEAN has existing FTAs (Australia, China, India,

Japan, South Korea and New Zealand).

The Trans-Pacific Partnership (TPP) is a proposed regional regulatory and
investment treaty. As of 2014, twelve countries throughout the Asia Pacific
region have participated in negotiations on the TPP: Australia, Brunei,
Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, the

United States, and Vietnam.

‘A Setback for Free Trade: Strangled at Birth’, The Economist, August 1,
2014; “World Trade: The Indian Problem’, The Economist, November 21, 2013.

Available at: http://pib.nic.in/newsite/PrintRelease.aspx?relid=101827.

Available at: https://www.wto.org/english/news _e/spra_e/spra46_e.htm.
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